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KEY ECONOMIC INDICATORS: 


National Indicators 

GDP at Current Prices 
Official Population Estimate 
GDP Per Capita 

Consumer Price Index 


Public Sector Indicators 
GOL Total Revenues 

GOL Budget Expenditures 

GOL Development Budget 

New Foreign Aid Commitments 
External Debt Outstanding 
External Debt Servicing 
Debt Service as % of Revenue 


Financial Sector Indicators 
Net Imports of U.S. Currency 
Cash in Banks at End of Year 
Demand Deposits at Year's End 


Export Sector Indicators 
Iron Ore Exports 


Rubber Exports 
Diamond Exports 
Lumber Exports 


Balance of Trade Data 
Exports, FOB 

Imports, CIF 

Trade Surplus 

U.S. Share of Exports 
U.S. Share of Imports 
Trade Balance with U.S. 


Units 


$ million 
Millions 
U.S. $ 
1964-100 


$ million 
$ million 
$ million 
$ million 
$ million 
$ million 
Per Cent 


$ million 
$ million 
$ million 


Million Tons 
Thous. Tons 
Thous. Cts. 
Thous. Bd. Ft. 


$ million 
$ million 
$ million 
Per Cent 
Per Cent 
$ million 


*indicates data as of end of third quarter 
**indicates data are preliminary or estimated 
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SOURCES: Annual Reports for 1973 of GOL Ministries of Finance, Planning and Economic 
Affairs, Commerce Industry and Transportation, and Lands and Mines; Economic 


Survey of Liberia, 1972. 


Export totals shown have been corrected to show full value of Liberian 
diamond exports whereas official GOL data only include one-fifth of this 
value. This correction adds $22.8 million to the 1971 total, $25.2 million 
to 1972, and $39.4 million to 1973. 





SUMMARY 


Liberia's economy is almost totally dependent upon foreign trade. 
With local industry in its infancy, with per capita food production 
declining, and with no domestic fuel supplies, the nation must import 
to survive. To pay for its essential imports and to service its debt 
Liberia requires ready markets and equitable prices for its major 
exports; iron ore, diamonds, natural rubber and tropical woods. 
During 1973, higher prices for imported goods served to dampen 
demand and, after allowance is made for price inflation, real imports 
declined. At the same time, prices for Liberian exports increased, 
and the country ended the year with a record trade surplus. The 
outlook for 1974, however, is much less favorable. The trade 
balance will be hard hit by soaring prices for petroleum imports 
without which the economy would grind to a halt. Higher prices 

for other imported commodities will create additional pressures. 
Meanwhile the prices paid on the world market for Liberia's primary 
products are not expected to improve much in the short run, and 
markets for some might be expected to weaken as the effects of 

the energy crisis work themselves through the world economy. Still, 
American exporters should retain and even possibly expand their 
already substantial market in Liberia. Most American exports to 
Liberia are to the thriving export sector, and should not be 

affected by internal problems. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Overall Economic Performance 


President Tolbert, in his 1974 State of the Nation Address, stated 
that Liberia's Gross Domestic Product (GDP) at current market prices 
reached $521.2 million last year. This was a 7.7 per cent increase 
over 1972's $483.9 million and was up 16.3 per cent from the $448.0 
million reported in 1971. With Liberia's estimated population of 
1.67 million in 1973, this resulted in a per capita GDP of $312.10, 
a modest increase of only 4.5 per cent over the level of $298.70 
achieved in 1972 and up only 9.0 per cent from the 1971 level of 
$285.40. While this is one of the highest per capita GDPs in 
Black Africa, its rate of growth in recent years has failed to 

keep pace with inflation, resulting in a steady decline in real 
terms. Moreover, Liberia's GDP and the returns from that product 
are badly Skewed, with the small part of the population employed 

in the monetized economy -- the exporting, importing, manufacturing, 
commercial and services fields and in government -- accounting for 
almost all, while some 75 per cent of Liberians must derive their 
living from subsistence agriculture. What is worse, this pattern 
is growing more pronounced as the country's dynamic export sector 
outpaces the stagnating domestic economy. As recently as 1967 the 
contribution of purely domestic production to GDP exceeded that of 
the export sector. In the subsequent six years, however, exports 
have increased by some $137 million, an astounding 76 per cent, 

and now account for more than 60 per cent of GDP. During the same 
period, the contribution of the remainder of the Liberian economy 
to GDP only increased by about $23 million, less than 13 per cent, 
while population jumped more than 21 per cent and inflation made 
even greater inroads. Indeed, during 1973 the purely domestic 
contribution to GDP actually declined by an estimated $10 million 
while exports increased by about $47 million. In looking to the 
future, one sees little prospect for the restoration of balance 

to the economy unless higher import prices and shortages force 

both the government and the private sector to reallocate substantial 


resources toward import substitution projects, especially in the 
agricultural field. 


Foreign Trade and Balance of Payments 


Prices for all of Liberia's main export products were substantially 
higher in 1973 than has been the case in recent years. Iron ore 
prices firmed as the world's steel industry recovered from its 
slump, and the volume of Liberian ore exports rose nearly 13 

per cent. Diamond prices moved up sharply and, despite a reduction 





in the quantity of exports, value climbed by more than 55 per cent. 
The country's old standby, natural rubber, recovered from its 
doldrums as prices for petroleum-based synthetic substitutes 
made the natural product more competitive. And the new growth 
export industry, tropical hardwoods, saw Volume climb by 10 

per cent while value jumped more than 40 per cent. As a result 
of these developments, the total value of Liberian exports rose 
by about 18 per cent, to an estimated $318 million. At the same 
time, Liberian imports increased by only 6 per cent, to about 
$190 million, leaving the country with a record trade surplus 

of some $128 million. Since price increases for imported goods 
far exceeded this 6 per cent growth factor, imports in real terms 
were lower in 1973 than in 1972 despite increased earnings in 
the export sector. This decline can largely be attributed to 
the rapid rise in consumer prices, believed to have exceeded 

20 per cent during the year, which far outpaced corresponding 
increases in wages and salaries. The devaluation of the U.S. 
dollar, which Liberia uses as a domestic currency, accounted 

for much of this price adjustment by ending the artificial 
under-pricing of products from Europe, Japan and other areas. 
Short supplies of other commodities on the world market, and 
higher transportation costs added to the inflationary trend. 
Since almost no new import substitution took place during the 
year, the reduction in real imports meant decreased investment 
for some, and lower consumption levels for many. 


Since Liberia maintains no controls over monetary movements into 
and out of the country, it is impossible to estimate its Balance 
of Payments with any degree of accuracy. However, the large 
trade surplus recorded last year was offset to a considerable 
degree by service of the government's external debt ($20.5 million) 
and by outflows of profits and other factor payments from the 
largely foreign-owned export and commercial sectors. Still, 

the nation has unquestionably maintained at least a slight 
favorable balance on current account during recent years, and 
undoubtedly improved this balance during 1973. Prospects for 
the immediate future are much less bright, however, as higher 
petroleum prices alone could add as much as $40 million to the 
import bill during 1974. Increasing costs for imported rice 

and other essential commodities will add to the squeeze, and 

a balance of payments deficit is by no means out of the question. 
If this should develop, it will drain liquidity from the domestic 
economy, operated as it is in U.S. dollars. While this will 
quickly pinch off demand for imports and halt the formation of 
any unwieldy deficit situation, it will severely limit internal 
economic transactions as well. 


Government Operations 


The Liberian Government continued to improve its overall fiscal 
performance during 1973 as global revenues increased by 12.6 
per cent to $91.1 million, compared with the $80.9 million 





collected during 1972. Budgeted expenditures also rose sharply, 
however, from $78.0 million in 1972 to a new high of $87.9 million 
last year. It is interesting to note that the improvement in 
revenues was achieved (despite the levelling off of import duties ) 
largely as a result of improvement in collections of the general 
income tax. Moreover, the government is projecting revenue 
collections in excess of $9 million for 1974 providing there is 
no severe recession in world markets as a result of the energy 
crisis. The 1974 budget is also being projected at $96 million, 

a 9 per cent increase over 1973. 


The Liberian Government took a number of steps during 1973 which 
enlarged its role in the development of the national economy. 

Among these was the decision to move ahead with the formation of 

a Liberian National Bank to handle the government's central 
banking function. The bank, to open in April of this year, will 
not have the right of issue of currency, except for Liberian coins, 
and the U.S. dollar will continue in circulation as the general 
currency. Another important move was the purchase by the government 
of controlling interest in Monrovia's only major hotel, the Ducor 
Intercontinental. The hotel will continue under the management 

of Intercontinental Hotels, and plans are being made for complete 
refurbishing of the facility. In the transport field, the 
government contracted with Hughes Airwest to manage Air Liberia, 
and has purchased two F-27 turboprop passenger aircraft with 

which it plans to enter the West African international aviation 
field. Looking ahead, the government has announced its intention 
to establish three natural rubber processing plants to serve the 
Liberian rubber producers, and has set up a government corporation 
to initiate a sugar growing and refining industry in the country 
with assistance from the Republic of China. 


External Assistance 


Liberia relies heavily on foreign assistance from a number of 
sources to supply the financing and expertise required for its 
economic development programs. During 1973 a total of about $62 
million was reportedly made available for developmental purposes, 
of which approximately $51.4 million represented external 
assistance commitments from foreign donors and only $10.6 million 
was the Liberian budgetary contribution. As in the past, the 
United States continues to be the largest single contributor. 

In FY 1973 U.S. aid commitments to Liberia totalled $21.4 million, 
with approximately $3.9 million following in FY 1974 and $8.8 
million projected for FY 1975. This assistance is being 
concentrated in the areas of rural development, improvement of 
health and public administration, and in housing. Assistance 
from other donors goes into a host of projects covering almost 
all sectors of the government and the economy. 





Commerce, Industry and riculture 


The Liberian private sector is dominated by the export-oriented 
large iron mining and natural rubber producing companies. These 
firms operate under concession agreements with the government 
which grant them mineral or land use rights, free capital 
movement and profit repatriation and, in varying degree, duty 

free privileges for machinery, equipment and supplies as well 

as other incentives. The "Open Door Policy" toward foreign 
private investment which attracted these companies to Liberia 

has proven to be highly successful, and has been reaffirmed by 
the Tolbert Administration. At the same time, the Administration 
has determined to gain more of the benefits from these concessions 
for Liberia, and has entered into concession renegotiations with 
several of the major firms. While this caused some considerable 
consternation among foreign investors at first, those renegotiations 
which have been concluded have been accomplished under amicable 
conditions and no damage has been done to the favorable investment 
climate. Indeed, substantial new investment was made by the 

LAMCO Joint Venture to open the Tokadeh iron mine near its major 
Mt. Nimba operation. Construction was also begun by Skelly Oil 
Co.'s Vancouver Plywood on its large plywood factory in Greenville, 
and Allied Seaboard Corp. opened its new flour milling operation 
in Buchanan. On the other hand, prospects for getting the huge 


Wologisi iron mining project under way appeared to have declined, 
at least for the near term¥ and no decision has yet been reached 
on awarding the concession for the Bie Mountain iron deposit. 


Per capita food production is believed to have continued its 
rather steady decline of recent years as more and more subsistence 
farmers were drawn out of agriculture into other fields and those 
remaining have not markedly increased their productivity. The 
pinch was especially felt in rice production. Rice is Liberia's 
staple food and, while production has increased in recent years, 
it has not nearly been sufficient to meet local demand. In prior 
years this was no great problem, as relatively cheap rice was 
available on the world market. Indeed, many Liberians formed 

a strong taste preference for American parboiled rice, and the 
United States enjoyed a fairly stable market for between 30,000 
and 40,000 tons of rice annually in Liberia. International 
shortages in 1973 radically changed this picture as the cost 

for Liberian imports more than doubled -- to about $15 million -- 
even though the volume purchased was down. With rice prices 
expected to remain high through most of 1974, the government 

has initiated a campaign urging farmers to increase local 
production and has set a goal of self-sufficiency in rice by 


*See footnote on page 9. 





1980. Prospects for increased production are relatively favorable, 
but substantial reallocations of government resources to the 
agricultural field will undoubtedly be necessary if real self- 
sufficiency is to be achieved. In the meantime, imports will 
continue and will increase the pressure on the balance of payments. 


For the rubber industry, 1973 was a very good year as prices were 
more than double those which have prevailed in recent years. Though 
many Liberian farmers were somewhat slow to react, substantial 

stands of rubber trees that had not been tapped in years were 
brought back into production. With world petroleum prices forcing 
up the price of synthetic rubber, and with the strong swing toward 
radial tires (which require a higher proportion of natural rubber), 
prospects for the future are most promising. Elsewhere in agriculture, 
the palm kernel oil industry prospered as exports increased and plans 
were made for limited expansion. Coffee and cocoa also enjoyed good 
markets and prices but the fact that there is little commercial 
production of both crops restricted exports. 


In the area of import substitution, SUNOCO's Liberia Refining Co. 
oil refinery reached very nearly its full capacity during 1973 
and plans were being made for expansion, The Monrovia Tobacco Co. 
cigarette plant gained about 60 per cent of the local market, 
substantially cutting into sales of American cigarettes but 
increasing purchases of American tobacco. Plans were also well 
along for Liberia's largest locally owned industrial group, the 
Mesurado Group of Companies owned by the Tolbert family, to 
install a clothing mill and a toilet soap factory. 


As has been noted above, 1973 was not a good year for Liberia's 
importers. Real imports were down as soaring prices in the face 

of only slowly advancing local wages reduced buying power. Because 
of the poor market, inventories were allowed to decline substantially 
even from the rather low 1972 levels. It is expected, however, 
that 1974 will see real wages begin to catch up with inflation, 

and demand should increase for a wide variety of foods and other 
imported commodities. This is not expected to occur during the 
first half of the year, and if a developing balance of payments 
problem should adversely affect internal liquidity the recovery 
could be postponed indefinitely. 


The Energy Crisis 


Liberia has no fossil fuel reserves and must import nearly all 

its energy requirements. Present requirements are for approximately 
4 million barrels of crude annually and lesser quantities of a 
number of refined products not produced by the local refinery. 

The total cost of all petroleum imports during 1972 was about 





$12 million, rising to an estimated $16 million in 1973. Recent 
increases in Middle East crude prices and even more sharply 
increasing product prices are expected to treble or even 
quadruple this figure during 1974 unless something can be worked 
out with oil producers to reduce the pressure on less developed 
countries. As of this time, Liberia has obtained guaranties 
from Saudi Arabia and perhaps others that its crude requirements 
will be met, but has not received any favored treatment with 
regard to prices. Internal prices for all petroleum products 
within Liberia were raised by $0.08 per gallon last November 

and by a further $0.07 in January. Additional increases may 

be necessary during the course of the year, and could have a 
restricting effect on many sectors of the economy. 


IMPLICATIONS FOR THE UNITED STATES 


Since much of what Liberia imports is composed of machinery, 
equipment and supplies for the profitable export sector, and 
since recent dollar devaluations have greatly increased the price 
competitiveness of American goods, the United States should 
continue to enjoy a significant market for its products in 
Liberia during 1974. Suppliers to the rubber, iron mining and 
forest products industries should pay particular attention to 
these markets. In addition, if the commercial sector recovers 
and local merchants again begin to build stocks, sales of 
American consumer goods could increase. Much, of course, 
depends upon the inflationary and balance of payments effects 
of the energy crisis and other commodity shortages in the short 
run. In the long run, increased attention to the development 
of agriculture should create substantial new markets for 
agricultural machinery, chemicals and fertilizers. The 
eventual opening of the Bie Mountain iron mine and possibly 
the Wologisi project*should require large new investments in 
mining and transport machinery and equipment. In both of these 
areas American suppliers, with the advantages of a common 
language and currency, competitive prices, and greater market 
acceptance should reap a major share of the business. In the 
investment field, also, the Liberian Government continues to 
favor foreign inputs while insisting on a greater share of the 
rewards and, as the local market expands over time, new 
opportunities should be forthcoming. 


* NOTE: The recent entry of AMAX (American Metals Climax) as one 
of the potential backers of the Wologisi project has 
undoubtedly improved its neareterm prospects. 
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